
Decision No. S'I-f 7 0 I 

BEFORE TrlE PUBLIC 'O'l'ILI'XIES COMMISSION OF T"'rlE ~TATE OF CALIFO~A 

In the Matter of the Application ¢f ) 
SOUTEERN CA.LIFORNIAGA.S COMPPJl.TY for . ) 
3:1 order authorizing Applicant to ) 
carry out the te~s of a proposed ) 
contract to supply interruptible ) Application No. 38703 
natural g~s service to the ~lant ) 
of United States Gypsum Company at ) 
Plaster City, California, ane to ) 
supply firm :lstural gas to dwellings ) 
on Company premises. ) 

(Appearonces and Witnesses are set forth in Appendix A.) 

O?INION --- .... --~ 

App11cnnt f s Recuest 

Southern California Gas Company filed tho above-entitled 

application January 2, 1957, seeking authority to carry out the 

terms of a proposed contract with United States Gypsum Company 

(horeinofter referred to as Cypsum), 3 copy of which is attached 

to the app1icstion as Exhibit 1. Applicant requested ex paTte author

izction of this contract "-'hich might res'\),lt in reducing the supply 

of interruptible gas to the I:nperi3l Ir:-ig':l"t10n District. Under date 

of January 1" 1957, the Commission's staff addressed a letter to the 

District asking for comments. On 'January 26, 1957, the District 

replied, entering a protest against the 81'plicant's proposal, where

upon.the matter was set tor public hearing. 

~..lblic Eei3r1nQ; 

Atter due notice, public hearing was held on t his ~ppli

cation in los ~nge1es before EY~1ner Y~nley W. Edwards on FebrU3ry 

19, 1957. Applicant presentee three exhibits end testimony 'bY three 

witnesses in support of its application. Gypsum presented testimony 

through one witness. The District presented six exhibits and testi

mony by one witness to support its protest. The COm:l1ss1on staff 
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~nd otner parties cro~s-0xam1nod tho witnosses tor the purposo ot de

veloping ~ complote rocord to aid tae Co~ss1onlin dociding this 

matter. Closing summary ste.tements were tiled on February 26, 1957, 

and tho matter now 13 read1 for decision. 

Proposod Agreement with Gyp~um 

The Qgreoment provides tbo.t a.pplicant sb.all 3011 and 

deliv~r to Gypcum interrupt1blo natural ga.s ror uso in its g:rpsum 

kottlo3, cnlcinoro, board kiln turnAcOt, steam boilors and othor 

industrial eq~ipmant located upon ~ts premise~ at Plaster City, 

Imperisl County, Co,liforn1a.. Natural gaz service Will al~o be made 

available for domestic usos to the occupants or dwelltogs located on 

GypS~T3 promiSos at Plaster City. Applicant agreos to ~nstall a gas 

~~n oxtonsion in accordance with its Rule and Regulation No. 20 

except that 1nctead or Gypsumfs paying its portion of tho cost or 

tho extens ion 1n II lump sum, payment vtill '00 made over a. poriod 

or ton yes:rs, ao horeinafter discussed. A copy or Rule end. Regulation 

Noo 20 13 attachod to the sppl1cat1on as Exhibit c. The Commission 

jurisdictional clauso 15 includod 1a tho 'agreement and a protoctivo 

clause rogo.rdil'lg tho coot o-r insta.lling and rel:l.oving servico 

t'acil1t1es 1'£ Gypsum terminates tho contract prior to the oxp1ro.tion 

or the 1n1t1al tor.m~ which is ten years. 

Proposed Conotr.uctionJ Cost. and Advance Payment 

Applicant agrees to 1nstall 0. gas tra.nsmission main,. approx

imately 18 milos in length, consisting of apprOXimately 62,280 ~eet 

0: a-inch main and 34,000 feet of 6-incb. l:l.8.in, r\mning 1"rom it::: 

8-L~ch trunk line at tho intersection or ?ourth Street and Villa 

Avenue in El Centro~ westerly and paralleling State Highway XI-Imp.-
, . 

12 through. the tovm or Seeley" Cal1.fornia, to the gypsum 'plant" 

one approximately 3,,400 teet of 2-inch a.nd 3-inch e1str1but~on main 

to distribute gas to occupants of dwellings on Gyp~TS property. 

The estimated cost of the proposed gas main extension to eerve 

Gypsum is $410,$00; applicant expects to install at its own expense, 

services, meters and regulators at an approximate cost ot $5~02$. 
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The 1ensth or main extension reqUired to !!Jerve Gypsum is 

in exco~s or tho length which applicant would install at its own 

oxpenso under its Rule n~d Re~lot1on No. 20. Gyp~~ 4groe~ to pay 

applicant tor the excess length ot main 1n the ~ount or $236,$00. 

Tho agreement provideo for a deviation from the app11eant'3 rule ~ 

that the sa.id sum ot $236,,500 ~he.ll be paid by Gypsum ~ monthly' 

pn~ents or $2,625.63~ instead ot a lump sum, until the pr1ncipal 

sum or $236,,500 plus interest at tho rato or 6 per cent per annum 

on tho unpaid 'balance has ~n paid. It Gypsum (1) diseor.t1nue~ 

operat1ng its eq~1pmont bofore tho oxp1ration or the torm or this 

contract, or (~) tails to tnke its total requiroments or interruptible' . 
natural gas when such gas is ava11G.blo~ or (3) ca~sez tho 'contract 

to be canceled prior to its expiration date. as a result or the 

dorault or Gyps~~ 1t shall pay app11cant on domands. zum equal 

to tho ontiro unpaid ool.o.nce or $236,$00" plu.s o.ceruod interost 

at the rate or 6 per cent per annum, plus appl1eant 1 s cont or 

inst£l.lling and removing su:ch ot its service and/or distribution 

tacilities as have been installed on GypsumTs property. Applicant 

agrees to reserve a delivery capacity ot 148,,000 cubic toet per hour 

tor interruptible :natural gss service to Gypsum. An annual usage 

of intorr~pt1ble gas at the rate or 1~080 million cubic teet 13 . 
c.nticipated initially a.nd Gypsum. expects this UStlgo to continue at 

least during the term ot the contract. The initial ter,m'or.the 

eontract i3 spec1tied as ten years • 

. Proposed Rates 

Applicant proposes to cb.arge VypSUl:lrOr all.interruptible 

'gas delivered at its tiled Schedule No. G-$2, except that Special 

Conditions 6 and 7 will not be applicable to this service. Theso 

:··spec1al conditions relate to service tor short tam. operatione .during 

the ott-peak :eason without staDdby tuol and equipment, and to con-· 

tract requirements of one year with exten:1on trom year to year there-

atter with, a thirty-day term1Dat~on provi~ion. Applicant ~opo3e~ 
-3- . 



· e 
A-38703 GH 

to furnish fire gas for domestic use under Schedule No. G-7. 
FrRnchises 

Applicant proposes to install transmis5ion and distribution 

mains to serve Gypsum entirely within the uninco~porated ,area of 

Imperial County, except in that portion located within. the City of 

El C~~tro,·California. Al'plicant was granted a fifty-year franchise 

by Ord1n.~.nce No. 182 of the County of Imperial, ado'pted March 1, 1948, 

by the Board of Supervisors, an~ was granted a certificate of pnblic 

convenience and r.ecessity by t~is COl:mlission in Decision No .. 4l706, 

dated June 1" 1948, in Al'p11cation No. 29311, to exercise the rights 
, . 

and priv1leges of the franchise. Applicant transports and distributes 

gas in the City of El Centro under an indeterminate franchise granted 

by Ordinance No. 5'+1, adopted January 19, 19~9, and under a cert1f:t

eate o~ public convenience and necessity granted to it by this 

Commissi~n by DeciSion No. 43007", dated June 21, 191+9, in Applicat~on 

No. 3018.8. 

EeonomiCs of Projegt 
.,.' :.~_, ~_~_.~".'..J.. ,,,,. 

Applicant represents that the furnishing of1nterrupt1ble 

3nd firm gas· service.to GY'Psum and docest1c customers, respectively, 

will not result in any burden on its other customers but will' 'be of 

'benefit and advantage to th~. Applicant alleges that the author~za

tion o~ the serVice t? Gypsum will assist it in ~eet1ng its groWing 

firm load and W1ll enable it to furnish and supply. natural gas serv1"ce 

to an area not now receiving such service and that 'net annual sales 

and. revenues in its !moperial ValleY,Division Will be increased 10 • .6 
.' -. . 

per. cent and 8.0 per cent, respectively, based on the year ended' 

Novembe.r, 195'6.. The application states that the 1ncreased gross· 

revenue to appl.1cant amounts to a-p'prox1mately $61,000, due to transfer: i 

I 

of:certa1n volumes of gas from steam plants served' under Sehedu1es 

G-.52 and. G-5'5'., Ex.",1b1t No •. III attached to the app11catioll' sets. 

;.:'orth "the effect on rate of return of the p~oposed extension to' 

GypSutl. .An. increase 1n· total company rate of return of 0.00,· per" 
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cent with this addedserv1ce is shown for the estimated year 1957. 

Applicant states that there is a reasonable expectation 

that it will r~ve sufticient out-of-state gas during'thein1t1al 

ten-year term of the contract to su.pp1y the estimated requirements 

of Gypsum, subject to system curtailments. 

Applicant states t~~t the ,roposed con~r3ct will not become 

effective unles$ authorizec. 'by the Commission not later than March 31, 

1957. Applicant alleges that 1nstall~tion costs of the transmission 

main will be substantially increased if the constructfon contract is 

aW3:-ded later than M3rch 31, 1957', Since the est1:ated costs of con

struction stated in the application a~e based on slack season or 

winter construction. 

POSition of I~pe~1al Ir~1~ation District 

The District took the position that the only parties bene

fited by this contract are the applicant and Gypsum and, in its 

opinion, such benefits would ce:ore than offset by an increase of 

approximately $100,000 or more annually in the District's cost of 

fuel for steam-electric generation. The District represents that 

because of line size limi tat10ns 1>etween. De-sert Center end El cen~ro, 

there will be less gas available tor steam-electric generation during 

peak loa~ periods if thiz contract is 3~thorized, and that it Will 

have to burn 'luel oil (which now is more expensive than gas) to 

replace part of the peak loa~ g~s which Will be sold to Gypsum. If 

the District r1n~s it necessary to raise the electric rates because 

of: this contract, such increase will fallon its customers who, tor 

the large part, are also customers of the applicant. Thus the 

District contends that this contract i~ not in the public interest. 

The District represents that its interruptible rate should 'be reduced 

by 'live cents per Mct ~ order to avoid this increase in cost and to 

keep its rate on an equivalent basis to that which the applicant 

o'lfers for steam-electric generation in the Los Angeles area. 
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,:App11cant's Position 

The applics~t's position is that Gypsum and thG domost1c 

customers which it proposes to serve are in its service territory' 

and are entitled to gas service; that G7,t>sum f s interruptible load 

would be 3te~dy and not su.bject to the violent hourly" d.a1ly and 

seasonal variations that are characteristic of the District's intGr-

ruptible load; that the present line has ample capacity tor all r1r.m 

gas load tn the Imperial Valloy ~~e increasing the line capacity or 

adding a compressor station is not justitiee tor the D1strict's peak 

load sorvice; that the D1strict f s load 00:: grown to sueh a point tbllt 

it is now necossary to limit the peak quantity or gss available to 

the steam-plant; and that a rate reduction ot one cent per Mc! should 

be effected because or the lower priority P03ition or the District IS 

interruptible gas load. 

Pos1t1o~ or Other Parties 

Counsel for the City ot Los Angeles requested tl:J.Q.t thore b'o 

incorporated herem pertinent and opoo1t1c Portions or tho reco:;td 

in Application NO e 37014~ by which proceed~ng the applicant horein 

sought a cert1ticate to serve interruptible natural gas to eortain 

cement compan1os... Such incorporation 'by reference ho.s been made 

and the eVidence thus included has oeen considered. The poSition ot 

tho City in the instant proceeding is that "interrupti'ble cuatomers 

locatod at a d~stance r~om the ut1l1tY'3 area ot principal operations 

occupy a pOSition ot mere third priority" compared to ~1r.m customers 

~d other interruptible customers; thQt provailing smog conditions 

require the maximum use o! natural gas in the Los Angeles area and 

that Gypsum should not 'be served 1r~ from the record, such service 

v~ll reduce the supply ot gas in the Los Angeles metropolitan. area; 

that the e03ts of the proposed new servico snould be tully P~id by 

Gypsum. 
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The California Fam Bureau Federation concludes that appli

c~nt should be authorized to c~rry out the terms or the proposed con

tract with Gypsuo and that the order should be condit1o=al upon 

applicant working out an arrangement with the District which would 

assure the District of receiving a percentage of its requirements on 

the same equitable basis as other interruptible customers.. Additional 

volumes may be rE:lceived by, the District in the surplus block at:a 

lower rate .. 

A customers' representative was of the opinion that the 

proposals of apolicant relating to delivery capacity and price of gas 

are unusual and uncalled-for, alth~Jgh the load factor of ' Gypsum is 

~ore sati5factory than that of the District.. This party felt that no 

f.inal dispOSition of the matter should be made until the Commission 

has disposed of other ap~l1cations now before it .. 

Gypsum appeared as an interested party and urged approval 

of the proposed contract and applicant's advice letter for revising 

special condition 4 of its Schedule No.O-52,as shown in Exhibit No .. 2 

and providing for curtailment or steam electric plants in Imperial 

Division before other interruptible customers.. Gypsuc states that it 

negotiated- the present contract on the assumptio~ that it would not 

be subject to the extreme operating fluctuations a~d curtailments 

that would be involved if the available gas su~ply were apportioned 

and curta1led among all interr~ptible customers, ineluding the 

District, equally. If such were the case Change-overs, during periods 

of gas curtailment, would be so frequent that gas service would not 

be economically feaSible to Gypsum. Gypsuc would Wish an opportunity 

to reconsider whether it woule desire to contract for the gas service 

if the serviee to 1t is not 1n some other way pe:-mitted and assured 

W1thcut extreme operational fluctuations 'and curtailments. 

-7-



A-38703 GH** 

PrinCipal Issue 

The principal issue before us is clearly whether or not the 

deVia.tion from the extension rule requested by applicant should be 

perm1 tted. If Gypsum had advanced 1 ts share ot the cost :mder the 

extens10n rule, service would be fUrnished without requir1ng Commission 

approval as its plant is located within applicant's service territory. 

The arrangement by which Gypsum proposes to pay its share of the cost 

ot the extension appears beneficial to the applicant as the rate of 

interest is tavorable and the applica.~t by this extension has an 

opportunity to improve its earn1ng po~1tion in the Imperial Valley. 
, ' 

In oUr opinion the deViation should be per.m1tted. 

D1str1ct's Increased Cost Issue 

With regard to the issue that the District's cost ot pro

duction would be increased if this application is author1zed l which 1n 

tu.~ might be reflected in increases in electric rates to some of the 

applicant's customers l the Commission notes that the statistiCS fur

nished 'by and testimony of the ·.d.tness for the Distr1ct Show a sharp 

rate of growth of elect'ric1ty produced by its steam plants over the 

past few years and into the foreseeable tuture. A reasonable conclu

Sion is that- the D1str1c~ could use more peak load gas than can be 

made ~ailable over the eXisting gas lines. However I the applicant 

alleges that the economics are such that it is not warr.anted in 

increa$1ns the pipeline capacity for the steam plant interruptible 

load at its own expense. v~ether or not this application is author-

1zed l 1t appears to the Commission that the d1st~ct W1llhave to buy 

more fuel oil than preViously during peak periods. ObViouslYI as lor~ 

as fuel oil costs more than gas tor an equivalent number ot heat un1ts l 

its cost will increase. These cost increases might be covere4 by 

revenue trom the District's increased load. We do not have control

and cannot predict as to whether or not the District will have to 
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increase its electric =ates. T.n1s issue is ~oo uncertain to warrant 

the Commission in denying the application . 

. Priority Issue 

Another issue involved is the matter 0'£ prlori ty . Applicant 

has proposed. a reViSion of its Schedule No.G-52 wh1ch.:will set,·t~rth 

in the tariff a prOViSion for the curtailment of service to steam 

electric plants .. in the Imperial D1 vision before other !nterrupt1ble 

customers in that area are cu.-tailed. !n View of the curta1lment 

practice which has been followed in the Imperial DiV1sion by applicant, 

and. which is covered by the contract between applicant and the 

District, we rind no eVidence in this proeeec1i.ng to change this basis 

and the proposed reViSion accordingly will be authorized. 

In order to give some recognition to the etfect of the 

Gypsum load on the availability ot gas to the District's steam pla..'"lt 

at El Centro, applicant proposes to reduce the G-52 rate by one cent 

per Met in all blocks for gas served to steam electriC generating 

plants in the Imperial DiviSion. The District requested a five-cent 

reduction in its rates. We will authorize the reduction in rate to 
. 

the District proposed by applicant and hereby find that such reduction 

is reasonable. The District's ~equest tor a five-cent reduction docs 

not appear to be justified by the record in this proceeding, and will 

not be authorized at this time. We would point out~ however~ that 

applicant is pre$ent~y before this Commission in a rate increase pro

ceeding (A-38787) and that the DiS'trict ~y p~~·~~t fully its position 
. ,. .....'.' " ... 

~~th regard to its priority or rates tor se~r.Lce in the Imper1al 

DiVision. 
-' 

Future Costs and Interruptions Issue 

·The Commission desires to place the District and Gypsum on 

notice that there are proceedings presently pend1nS betore it which 

contain issues concern1ng the cost or gas ~~d priority of service of 

large interruptible ga$ customers. This Commission has continuing 
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jurisdiction o~ utility rates and ~erv1ce and maYI ~rom time to time, 

order changes in rates and priority of service which may affect the 

conditions or ~erv1ce to Gypsum which are proposed by applicant 1n this 

proceeding. Applicant should adVise Gypsum or this :.1 tuation. 

The Issue Posed by the::Ci'ty, of Los Angeles 

The main !ss~ poseci. by the City ot Los Angeles coneerns 

smog conditions. We are tully appreeiat~ve or the POSition of the 

City of Los Angeles with respect to the supplying ot gas to new CU3-

tomers outside of the Los Angeles Bas~ area. However, in t~s 

instance~ techn1cally we are called up¢n only to decide as to the 

reasonableness ot applicantts request tor a deviation from itst11ed 

ruleG. Gypsum is entitled to service and we do not rind that public 

interest as retlected by the position of the City requ1res that We deny 

the request of applicant. 

Findings and Conclusions 

After considering the evidence ot'record the COmmission finds 

and eoncludes that the contract should be authorized. Of course~ in 

entering into this contract, Gypsum takes the risk that 1r.terruptible 

gas may not be available tor as long a time? and to the extent~ ant1c1-
, 

pated by applieant by reason of changes in pr10rity or other factors. 

The problem ot increaSing the pipeline capaCity tor the 

stea~ plant interruptible ~oad'1s a matter which should be studied 

cooperatively by the applicant and the D1ztrict. All methods of meeting 

the District's requirements-should be ~lly explored to deter.m1ne the 

most economically tc~z1ble 30lution. 

ORDER -----

The a'bove-cn'titJ:ecLapplica~on having 1)een conSidered, a 

public hearing havingt'been-held". the;;ma.tterhaVing been submitted and 

now be1ng ready tor dcc131.on; '-therefore" 
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IT IS HEPJ:::SY OP.DERED that: 
\ 

1. Applicant ~e and is authorized to carry out the terms 

and conditions of a proposed contract with the United 

States Gy'ps~~ Company attached to the a~p11eat1on as 

Exhibit 1. 

2. Applicant shall open discussions with the Imperial 

Irrigation D1str1ct~ not later than April 30, 1957~ 

tor the purpose ot deter.m1r~ng the conditions under 

which additional gas service can be supplied to the 

latter, and shall report the results of, each such 

d~seuss1on to this COmmisSion. 

3. Applicant shall tile with the Comm1ss1on wi thin thirty 

days after the execution date or the contract three 

certified copies of the contract as executed. 

4. Applicant shall tile with this Commission in accord

ance w1 th General Order No.. 96 1 ts revised Schedule 

No. 0-52 subst~~tia11y as shown in Exhibit No. 2 and 

on not less than ,f'1v~ dayz f notice to this Co::m:lsslon 

a.~d to the public, make such t111ng effective on the 

date that gas service is first furnished to the United 

Sta tes Gypsum Company under the contract authorized 

herein. 

5. Applicant shall not1fy this COmmiSSion in T!rr1t1ng of 

the date service 1~ f1rst furnished under the contract 

herein author1zed~ Within th!rty days at'ter such com

mencement or service. 
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The authorization herein granted will expire it not exercised 

within one year from the ~te hereof. The effective date of this 

order shall be on the date hereof. 

Dated at ~~ ~ ~ California, this ;Z~:> 
dnyof 4~ 

. ,~" 

7~ 
.--..... ., '~' . ... ,. ,' .. 1"'" ". 

',-:; ". L . .." . 

·c .~t~ion= 

'. 
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APPENDIX A 

LIST OF A~PEARANCES 

For App11cant: T. J. Reynolds and H~rry P. Letton, Jr., for 
Souther~ California Ca~ ComNPny. 

Prote:::tcnts: 
Horton and Knox, by ReK1nald L. K~ox, Jr., for Imperial 
Irrigation District; .. 1::tmp.s H. Cr-lrter for bperial Irrigation 
District. 

Interested Parties: Roger Arne~:-gh, City h.ttorney, by AlAn G. 
£,ampbell; Assistant City A.ttorney and Robert W. Russell, 
Assistant Ge~eral l~~eer, Public Utilities and Transportntion 
tor the City of. Los Angeles; Gibson, Dunn & Crutcher, by 
'Rieht=J'!'"d L. vlells for United States Gypsum Company; Bert 
~zz1l"li for ca11fo'rn1~ Farm Bureau Federation; "vI. D:-MieKay 
tor Challenge Creame:-y & Butter Assoc1ation; Herbo~t M;C?rtnoy 
tor Holly Sugsr Corporation. 

For Commission Staff: Georg~ C. Yonn~. 

LIST OF WITNESSES 

Evidence was presented on behalf of the app11cant by Herbert Nas~ 
?rank M. Foster, and T. S. Miller. 

Evidence was presented on behalf of United States Gypsum Company 
by H~rley Hammer. 

EVidence was presented on beh~lf of the Imperial Irrigation 
District by Fred Hess. 


